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OUTLINE OF W. E. FLAHERTY REMARKS TO FHA, 10/20/83 
AUDIENCE: FHA House of Delegates 
LENGTH: No more than 15 minutes 
THEME: BCBSF perspective on (1.) regulatory initiatives and (2.) 
corporate initiatives, particularly in areas of alternative 
delivery systems and rating/reimbursement issues. Programs 
depicted in tenns of rising health care costs and 
competitive environment; appeal for continued mutual 
understanding. 
GOALS: o To foster provider understanding and acceptance of 
BCBSF policies, programs 
o To justify BCBSF programs and goals as necessary and 
responsive to current and future health care 
environment; emphasize our understanding of provider 
concerns 
o To demonstrate importance of cooperative efforts with 
provider community and show BCBSF desire for continued 
two-way communications and mutual support. 
I. INTRODUCTION 
A. I know this year's program is considerably shorter than 
previous years'. So rather than offer my traditional 
state-of-the-company speech, I'll briefly sketch for 
you some of the activities and issues that most 
immediately affect our mutual concerns about Florida 
heal th care. 
B. These fall into two major areas: regulatory 
initiatives and BCBSF activities. 
II. REGULATORY/PRIVATE INITIATIVES 
A. BCBSF seeing negative effects of DOI regulatoryre._ 
interference in Dimension III controversy 
1. Contracting/noncontracting dispute--Consider it one 
of the most valuable and necessary aspects of our 
relationship with Florida hospita�-Intend to 
pursue every legal and administrative remedy 
available to assure that this contracting 
relationship remains strong. 
B. DOI proposals expected to be re-introduced in 1983 
legislative session 
of particular concern to this group: expect to see 
proposal reintroduced this year, to regulate hospital 
rates through HCCB 
BCBSF position: Clearly, we cannot support proposal 
that would entail arbitrary caps on hospital rates. 
Better way to control rates is through competition, 
especially through alternative delivery systems and 
price negotiation among groups. 
C. HCCB 
1. Can potentially make valuable contribution by 
monitoring hospital rate�-but remained concerned 
about effectiveness-,rot aoing enough 
2. Unless HCCB makes some major changes in direction, 
no question legislature will take action to control 
hospital rates 
D. Governor's Task Force on Competition and Consumer Choice 
1. Jury is still out on whether group as a whole will 
issue pro-regulatory or pro-competitive 
recommendations. 
2. Currently both T.F. members and outside consultants pr��ti) 
recommendations, particularly regarding hospital 
payment system and indigent care. 
3. Delivered my own report this morning, offering 
recommendations from a pro-competitive stance. 
III. BCBSF Initiatives 
A. Impression among some of you that BCBS,etting into 
hospital ownership and management. This is not true. 
However, we are continuing to develop alternative 
delivery systems that show great promise. 
B. ADS 
1. Current HMOs 
CHP continues to attract far more enrollees than 
anticipated; enrollment running at about 1 1/2 times 
projection; expect to expand facility mid-year 1983 
Continue to be pleased with utilization trends: CHP 
running 54 percent lower than utilization rate for 
traditional fee-for-service BCBS Plans nationally 
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2. Future plans for HMOs 
Board has recently approved five-year corporate 
strategy for HMO development statewide 
Highlights: As many as 10 HMOs operational 
statewide by end of 1988; BCBS HMOs available to 60 
percent of Floridians; expect to gain 25 percent of 
HMO market 
Cautionary note: of overall health care market, 




In spite of passage of SB 132 in last session, still 
need to be concerned about some legal aspects of PPO 
concept, especially exclusivity. 
However, we have been approached by number of 
hos pi ta 1 s and other organizations to develop- PPOs; 
have been holding serious discussions with some 
hospitals in Miami area, though no concrete PPO 
organization as yet 
1. Current screens established when inflation rate was 
running in double digits (10.4 percent); current 
data indicate inflation rate of less than 3 percent 
2. {&dications that hospitals targeting rates to these 
artificially high screen values; defeats purpose of 
program to keep rates in line with economic indices 
3. Presently working to develop new screen values that 
reflect actual economic trends more accurately; 
until these are implemented, urge that you exercise 
restraint in keeping rates closer to rate of 
i nfl ati on 
IV. Medicare/Prospective Payment Update 
A. About 40 percent of Florida hospitals began 
participation on October 1; rest to beLpiQased in over next 12 months P o..s�d 
B. Few beneficiary complaints to date, but maintaining 
broad range of review programs to respond as quickly as 
possible should problems arise 
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C. Much interest in what future holds for applications of 
DRGs to private business 
We are examining DRG concept for private business 
National organizations are looking at DRG concept, 
and so will we 
However, will not let someone from another state 
make decision for usjill continue to monitor local, 
Florida experience antl take no action unless are 
sure it is right for this state 
V. CONCLUSION 
A. Whether we ultimately work within a regulated system or 
pursue competitive strategies within free market, 
clearly not every activity will please each of us. 
B. Fact remains that we can and must work effectively 
together. Ours is not an easy position: difficult to 
watch others appealing to limited public understanding 
by manipulating news media or proposing regulatory 
programs with specious solutions. 
C. Makes it all the more necessary for us to work closely 
together to assure most responsive and efficient health 
care system for Floridians. 
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